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Crossrail  
will increase 
London’s rail 
capacity  
by 10%

Rebuilding Britain
Infrastructure can play an important role in clients’ investment 

portfolios. Jess Unwin takes a look at some of the massive  
infrastructure projects that are set to change the face of the UK
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 T
he financial crisis was followed by years of 
austerity in the UK and spending on major 
government projects was slashed. But 10 years 
on, the country’s creaking infrastructure is 

rapidly being renewed and some of the world’s biggest 
construction schemes are already underway.

After the 2015 election, the Government announced 
that it would increase capital spending sharply and last 
December set out plans for £500 billion of infrastructure 
projects, ranging from broadband and sewers to roads, rail 
and power plants. These include some of Europe’s most 
ambitious schemes, such as the Hinkley Point C nuclear 
power station and Crossrail.

Crossrail
Top of the list of UK infrastructure projects is London’s 
Crossrail, the cost of which is currently close to £15 billion 
and which will be paid for using a mixture of public and 
private money. It is the largest construction project ever 
undertaken in Europe and is a huge upgrade to the existing 
Underground system that will increase the capital’s rail 
capacity by 10%.

The statistics are certainly impressive: it involves 10  
new train lines and connects 30 existing stations via 73 
miles of track and 26 miles of tunnels. Trains that are 200 
metres long (similar in size to two football pitches) will  
cut journey times and improve services generally. 

UK companies were awarded 96% of the construction 
contracts and it has generated £42 billion for the country’s 
economy. A limited service will begin in 2017, while full 
service will arrive in 2020. Although it hasn’t yet been 
approved, a Crossrail 2 project – costing an estimated  
£31 billion – has also been proposed.

Hinkley Point C
Meanwhile, building of the Hinkley Point C nuclear power 
plant is underway on the Bristol Channel coastline of 
Somerset. More than 1,900 workers are already involved in 
the project, but at the peak of work more than 5,600 people 
will be employed on it, and 25,000 different construction 
roles will be provided over the whole life of the project.
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Costing more than £20 billion, most of which will be 
financed by the French utility company EDF, it will be 
the first new nuclear plant to be built in Britain since 
the 1990s and will supply 7% of the country’s electricity 
when completed in 2025 – enough for five million homes. 
According to Greenpeace, it could be the most expensive 
object on earth.

High Speed 2
And now, preliminary work on phase one of High Speed 
2 (HS2), the new London to Birmingham rail route, 
has started too. When phase two gets the go-ahead, the 
finished line will be in a Y-shape with London on the 
bottom of the Y, Birmingham at the centre, Leeds at the  
top right and Manchester at the top left. 

The cost of the whole line is projected to be a whopping 
£55 billion of taxpayers’ money and it should be fully 
completed by 2033. It will be the second high-speed rail 
line in Britain, after High Speed 1 (HS1), which connects 
London to the Channel Tunnel. 

More in the pipeline
Britain’s ‘second city’, Birmingham, is pursuing its Big City 
Plan and will spend billions of pounds over two decades 
to transform its centre. It’ll be 25% bigger, have thousands 
more homes and tens of thousands of new jobs. 

In Scotland, projects worth almost £6.4 billion will be 
under construction throughout 2017, according to the 
Scottish Government’s Infrastructure Investment Plan 
progress report.

Just one of those is the Aberdeen Western Peripheral 
Route – a dual carriageway projected to cost £745 million 
and create an alternative route from north to south 
Aberdeen, bypassing the city. It is due to finish in 2018.

In Wales, there is still hope the government will give 
the go-ahead to the £1.3 billion Swansea Bay Tidal Lagoon 
scheme, which should generate 320 megawatts of 
electricity – harnessed from the ebb and flow of tides.

Too much for London?
Such is the clamour for investment in infrastructure that it 
has led to claims London is getting more than its fair share.

According to analysis by the think tank IPPR North, more 
than half of the UK’s total spending on transport networks 
is invested in London. While £1,943 is being spent per 
person in London on current or planned projects, just £427 
is being spent in northern England.

The report’s author, Grace Blakeley, says: “It currently 
takes longer to travel by train from Liverpool to Hull than 
from London to Paris. Building better links between the 
North’s cities will boost the nation’s economy by driving 
up northern productivity.”

However, Chancellor of the Exchequer Philip Hammond 
did announce in October a £400 million boost for 
transport links in the North in an attempt to speed up train 
journeys between major cities and help to reduce road 
traffic congestion.

In total, the Northern Powerhouse initiative will spend 
£13 billion on improving road and rail connections between 
and within the North’s towns. In addition, £70 million is 
being invested in schools and £3.4 billion in growth deals to 
financially support locally determined projects.

Infrastructure opposition
Of course, not everyone is delighted by new infrastructure 
projects. This autumn, the HS2 route will be lit up by 
beacons as communities demonstrate their opposition. 
Campaigners argue alternatives to HS2 would not cost 
as much and be better value for money, benefiting more 
people across the whole country. 

They also believe HS2 threatens unique habitats, like 
irreplaceable ancient woods, because the high speed of 
trains dictate that tracks have to be as straight as possible 
and cannot curve round these sensitive sites.

Elsewhere, the long-running debate over expansion 
of London’s airport capacity rumbles on with the third 
runway at Heathrow airport attracting fierce opposition 
because of fears of air pollution and noise from planes.

Wealthsmiths Winter 2017



13www.sanlam.co.uk

Im
a
g

e
s:

 A
la

m
y
; 
G

e
tt

y
; 
C

o
u

rt
e
sy

 o
f 

ti
d

a
lla

g
o

o
n

p
o

w
e
r.c

o
m

UK’s falling infrastructure ranking
However, it has also been suggested the UK needs to  
build much more infrastructure. The World Economic 
Forum last year ranked the quality of Britain’s 
infrastructure 24th in the world, down from 19th in 
2006. This puts Britain mid-table among industrialised 
countries, and towards the bottom of the group of  
G7 nations.

The Organisation for Economic Co-operation and 
Development recommends that countries should 
spend 3.5% of gross domestic product on infrastructure. 
Analysts suggest the UK presently spends under 3%.

One barrier to investment is the lack of stable, long-
term vision from central or local government. The 
UK’s National Infrastructure Commission, established 
in 2015, is busy devising a 30-year infrastructure 
assessment, which could form the basis of a long-
term strategy for the country. But the decision by the 
government not to grant statutory independence to the 
agency raises questions about ministers’ commitment  
to establishing politically impartial co-ordination of  
key projects.

Whatever the issues, successful projects like Crossrail 
demonstrate not only the UK’s technical ability to 
upgrade our infrastructure but also the huge impact they 
can have in rebuilding the country for the 21st century. 

Infrastructure

A great opportunity – at the right price

Investing in the publicly 
available companies that help 
build infrastructure assets is 
a “great opportunity”, says 
Matthew Brittain, Investment 
Analyst for Sanlam.

He adds: “Of course it has 
to be at the right price – 
when yields look attractive 
relative to the other 
opportunities out there  
in the market.”

Brittain continues: “The 
cash flows that come into 
infrastructure construction 
are secure, given they are 
generally government-
guaranteed.” As such, 
he says, infrastructure 
investments are less 
affected by currency 
fluctuations or the state of 
the economy. 

However, he warns: 
“Remember it’s a company 
that you’re investing in – not 
the government cash flow. 
You’re buying equity or debt 
in the structure contracted 
by the government and 
there’s still some risk in the 
execution of these projects.

“That said, the 
government selects 
firms with a good track 
record and some of these 
infrastructure vehicles  

have delivered fantastic 
returns to shareholders.

“The fact infrastructure 
investments are currently 
traded at a high premium 
to their assessed values 
suggests people do like 
them. Most wealth  
managers would be using 
them for certain clients  
and objectives.”

Sanlam deploys its own 
knowhow to determine 
an investment’s merits 
and, furthermore, usually 
accesses them through 
investment vehicles – 
managed by experts in  
the infrastructure field  
– that put money into 
a diversified spread of 
projects.

Brittain sees a need for 
continual infrastructure 
upgrading, which means 
a “good pipeline of new 
projects coming along the 
whole time”. 

Infrastructure, like other 
investments, should be just 
a part of a portfolio, but he 
adds: “Infrastructure can 
be a win-win in the sense 
it offers a good return in 
financial terms but also from 
a sense of contribution to 
society.”

Find out more
For more information about infrastructure 
and the part it can play in an investment 
portfolio, please speak to your wealth 
planner or portfolio manager.




